WESTERN CANADIAN COAL CORP.

Management’s Discussion and Analysis

The following information, prepared as of August 13, 2008, should be read in conjunction with the
unaudited consolidated financial statements of Western Canadian Coal Corp. (the “Company”) for the
three month period ended June 30, 2008, as well as the audited consolidated financial statements for the
year ended March 31, 2008, which are prepared in accordance with Canadian generally accepted
accounting principles. All amounts are expressed in Canadian dollars unless otherwise indicated. The
Company is listed under the symbol WTN on the Toronto Stock Exchange (“TSX”) and the Alternative
Investment Market of the London Stock Exchange (“AIM”).

This discussion and analysis contains forward-looking statements. Please refer to the cautionary
language on page 16.

Summary

During the first quarter of fiscal 2009, higher coal prices moved the Company firmly into a record net
income position. The balance sheet was also strengthened considerably as a result of strong cash flow
generation, conversion of convertible debentures, the securing of long-term bank financing and the
subsequent repayment of short-term bridge financing.

The Company earned income from mining operations of $53 million in the first quarter of 2009, an increase
from a loss in mining operations of $4 million in a similar period of the previous year. The increase was
achieved because of higher coal prices realized from the current coal year contracts, which resulted in coal
sales of $130 million. These sales were 140% higher than in the same quarter a year ago.

Coal volumes sold for the first quarter fiscal 2009 were 583,000 tonnes or 7% lower than the first quarter
fiscal 2008. The average realized price of $224 per tonne in the current quarter was 166% higher than the
same quarter of 2008. Approximately 159,000 tonnes of coal sold in the quarter, representing 27% of sales,
was at last year’s coal prices, which averaged $83 per tonne, with the balance sold at current year prices of
US $300 per tonne for hard coking coal and US $248 for the low-vol PCI coal. All sales going forward in
this fiscal year are at the new prices.

Net income for the first quarter 2009 was almost $60 million or earning per share of $0.42 and $0.27, on a
basic and diluted basis respectively. As a result of the return to profitability and the visibility of earnings
going forward, a $24 million of a possible $33 million future income tax asset which was previously written
down was recovered during the quarter.

During the quarter, coal production was 614,000 tonnes or 23% lower than in the first quarter of 2008. As a
result of the lower coal production volumes, higher mining contractor cost and increased fuel costs during
the quarter, the Company suffered higher cash costs for production. Cash costs for the first quarter 2009
were $120 per tonne versus $81 per tonne in the first quarter 2008; however cash costs going forward are
expected to decrease as the strip ratio improves over the coming months. The quarter’s lower coal
production was consistent with the Company’s plans to use a higher coal price environment to focus on
waste rock removal. Due to lower coal prices and productivity issues in the previous year, the Company did
not remove the required amount of waste rock.

In the quarter ending June 30 2008, the Company increased its removal of waste material by 47% over the
same quarter a year ago. Once past this phase of rock removal, the Company expects to achieve monthly
production targets by the end of the second quarter 2009. The Company expects to produce 1.7 million
tonnes of hard coking coal, 0.2 million tonnes of mid-vol PCI coal and 1.6 million tonnes of low-vol PCI
coal in fiscal 2009.



General

The Company’s principal business is the acquisition, exploration and development of coal properties, with its
primary focus being favourably located, high-quality coal deposits in northeast British Columbia. The
Company has developed a diversified coal asset base adjacent to or nearby existing infrastructure already
established for the northeast coalfields, including rail, port, town and other facilities. The Company has the
rights to two large multi-deposit coal property groups — the Wolverine and Brazion groups of properties,
which include approximately 35,000 hectares located in northeastern British Columbia under license or lease.
Additionally, the Company holds directly and indirectly a 50% interest in Belcourt Saxon Coal Limited
Partnership, which owns two additional multi-deposit coal property groups - the Belcourt and Saxon groups
of properties, which include more than 50,000 hectares under license or application held by Belcourt Saxon
Coal Ltd., the general partner of Belcourt Saxon Coal Limited Partnership. The Company’s principal
property assets are grouped as follows:

(1) the Perry Creek, EB and Hermann open-pit deposits (collectively, the “Wolverine Project”) located
within the Company’s Wolverine group of coal properties; and

(ii) the Brule open-pit mine (the “Brule Mine”) located within the Company’s Burnt River property
which forms part of the larger Brazion group.

(iii) the Willow Creek Mine (see following) which is also part of the Brazion group of coal properties.

Wolverine — Perry Creek Mine

Production statistics for the three months ended June 30, 2008 and 2007 are summarized in the following
table:

Three months ended Three months ended
June 30, 2008 June 30, 2007
Waste Stripping .......cceeeeeveeeeneeeneennne 4,712,000 bank cubic metres 3,570,000 bank cubic metres
Run-of-mine coal mined.................... 624,000 tonnes 884,000 tonnes
Clean coal produced.........ccccevuuenneee. 340,000 tonnes 580,000 tonnes
Product coal railed to port................. 323,000 tonnes 543,000 tonnes
Coal sales ........ccocvvveeveeiieecciiieneeenn. 359,000 tonnes 540,000 tonnes

During the three months ended June 30, 2008, the Wolverine preparation plant processed approximately
626,000 tonnes of run-of-mine coal for clean coal production of 340,000 tonnes, resulting in a processing
yield of 54%. During the three months ended June 30, 2008, 323,000 tonnes were railed to port and 359,000
tonnes of clean coal were shipped to major steel mills in Europe and Asia.

While clean coal produced was low for the three months ended June 30, 2008, this was consistent with the
Company’s plan to focus on waste rock removal. During this period, the Company increased its removal of
waste material by 47% over the same quarter in the prior year. As a result of the lower coal prices in fiscal
2008 and productivity issues, which included a shortage of equipment and people, the Company did not
remove the required volume of waste rock. The Company expects to achieve its monthly production targets
once this phase of rock removal is complete which is expected by the end of the second quarter of fiscal
2009.



Burnt River — Brule Mine

Production statistics for the three months ended June 30, 2008 and 2007 are summarized in the following
table:

Three months ended Three months ended
June 30, 2008 June 30, 2007
Waste Stripping ......ccccceceeveeneenueenenns 1,497,000 bank cubic metres 712,000 bank cubic metres
Run-of-mine coal mined.................... 285,000 tonnes 193,000 tonnes
Product coal to rail...........cccvveeeeeennn. 274,000 tonnes 218,000 tonnes
Product coal to port ...............c..u. 252,000 tonnes 173,000 tonnes
Coal salesS........ccoevvveeeeeieeeciiiiiineeenn, 224,000 tonnes 89,000 tonnes

During the three month period ended June 30, 2008, the Company encountered faulting in the Blind Pit. As a
result of this faulting, coal production was lower than that in the previous quarter. In order to address this
issue, the Company modified its mining plan and concentrated on stripping in the Lower Blind Pit and Brule
South to obtain coal release.

Willow Creek Mine

On May 6, 2008, the Company completed the acquisition of Falls Mountain Coal Inc. (“FMC”) which owns
the Willow Creek Mine (see “Transaction”). Costs associated with FMC from April 1, 2008 to May 6, 2008
have been included as coal exploration as FMC was considered to be a variable interest entity. All costs
subsequent to the acquisition date of May 6, 2008 have been capitalized to mineral property, plant and
equipment as pre-production costs.

Requisite safety and compliance modifications to the process plant are underway, and mining equipment is
being mobilized and assembled at site. The Company’s intends to develop the Willow Creek Mine using an
experienced mining contractor for the mining operations. Mining operations are expected to commence
October 2008 with the production of low-volatile PCI coal building up to an initial run-rate of 60,000 tonnes
per month. Meanwhile, the Company is in the process of planning for the redevelopment of the mine, which
includes developing a new mine plan, the installation of a rotary breaker in place of the current crushing
facility and upgrades to the fines processing system. These changes will be implemented in the following
fiscal year, and will allow processing of hard coking coal as well as PCI, with production from Willow
Creek in the order of 125,000 tonnes per month.

Market Outlook

The financial performance of the Company is strongly influenced by the price of metallurgical coal, which is
set in a highly competitive marketplace and impacted by numerous factors outside the control of the
Company. These include the demand for steel, developments in mining technology, infrastructure and
transportation capacity constraints, fluctuations in currency and interest rates, political stability and overall
economic growth.

With continued strong economic growth, the demand for hard coking coal continues to rise; however, the
continued shortage of transportation infrastructure in the major coal producing countries, coupled with
scarcity of key mining inputs such as skilled labour, mining equipment and in some areas basic inputs like
water, has skewed the supply-demand balance in favour of the producers. This trend was evident in 2007,
with spot prices moving upwards as the year progressed, enabling Australian and Canadian producers to
achieve 2007 spot fixtures in the range US$120-200/tonne FOB by early December 2007. In January and
February 2008, the market experienced major disruptions in the supply of Australian metallurgical coal,
following two severe flooding events in Queensland. This was followed by an unusual snow storm in China,
which suspended coal exports and further tightened metallurgical coal supply. As a result, spot prices rose to



unprecedented levels and have now exceeded US$400/tonne FOB for hard coking coal. In this environment,
the majority of coal suppliers have settled their 2008 contract prices at an average of US$300/tonne. On May
7, 2008, the Company advised that it had settled a majority of its 2008 contracts for hard coking coal at an
average of US$300 per tonne, which is approximately 253% higher than 2007 contract prices.

A similar situation exists in the supply-demand balance for ultra-low volatile PCI (“ULV-PCI”) coals.
Constraints on mine production in key supply areas in 2007 and into 2008 have coincided with continued
demand increases. On May 7, 2008, the Company announced that a majority of its 2008 contracts for its
ULV-PCI coal had been settled at approximately US$248 per tonne FOB, which is 267% higher than 2007
pricing.

According to press reports, the last of the 2008 coking coal contracts were recently settled by a major
Australian supplier, in the range US$365-375 per tonne. This supports the Company’s belief that current
metallurgical coal pricing is not merely a short term phenomenon. This view is shared by numerous market
analysts, who are forecasting a further price increase for the 2009 Coal Year (the Company’s 2010 fiscal
year).

In the longer term, the Company believes that the market fundamentals for metallurgical coal will provide
substantial opportunity to further increase market diversity and market share. The Company’s Wolverine
hard coking coal is now firmly established as a blend component with the world’s leading steel mills. The
Company’s Burnt River ULV-PCI coal is consistently ranked in the top three PCI coals worldwide and has
experienced unparalleled demand. These coals, in conjunction with highly efficient rail and port
infrastructure with excess capacity, provide to the Company a strategic advantage to grow and diversify.

Guidance

The Company’s Wolverine hard coking coal and Burnt River ULV-PCI coals have been sold to major steel
mills throughout Asia, Europe and South America. Long term supply agreements have been concluded with
top tier steel mills for 100% of the fiscal 2009 (or coal year 2008) planned output of the Brule mine and the
Wolverine mine.

With resources now fully deployed for coal year 2008 (the Company’s fiscal 2009), the Company
anticipates approximately 1.9 million tonnes of production from the Perry Creek Mine, of which
approximately 1.7 million tonnes will be marketed as Wolverine hard coking coal while the balance will be
marketed as Wolverine Mid-Vol PCI. The Company anticipates 1.3 million tonnes of Burnt River ULV-PCI
production from the Brule mine.

In addition, recommencement of mining at the Willow Creek metallurgical coal mine is scheduled for the
start of the fourth calendar quarter of 2008, building up to a rate of approximately 60,000 tonnes per month
of ULV-PCI for a total of 285,000 tonnes in fiscal 2009. The majority of this forecast ULV-PCI production
has been contracted to major international steel mills.

All of the Company’s expected hard coking coal production and ultra low-vol PCI production for fiscal year
2009 is already under contract and will be sold at the prices described above.



Acquisition — Falls Mountain Coal Inc.

On May 6, 2008, the Company completed the acquisitions of FMC from Cambrian Mining plc
(“Cambrian”), the Company’s major shareholder.

The purchase consideration was funded with common shares as follows:

Issuance of 18,740,898 common shares $ 13,306
Issuance of 4,534,088 common shares 15,190
Transaction costs 125
Total purchase price $ 28,621

The value of the 18,740,898 common shares was determined based on the average market price of the
Company’s common shares over the two day period before and after the terms were agreed to and
announced.

Cambrian had the option to have the deferred payment of $14,056,000 be paid in cash or by issuance of
4,534,088 common shares of the Company at a deemed price of $3.10 per share. On June 30, 2008,
Cambrian elected to satisfy the deferred payment with the issuance of common shares, which were issued on
this date. The value of the 4,534,088 common shares issued was determined as the value of the deferred
payment of $14,056,000 and the fair value of Cambrian’s option to have the deferred payment satisfied with
the issuance of common shares which was determined as $1,134,000. The fair value of the option was
determined using the Black Scholes model with a volatility of 59%, risk-free interest rate of 3.22% and
expected life of 4 months.

Management of the Company believes that the Acquisition will provide certain benefits, including, among
other things: (i) a reduction in capital costs for the Brule Mine; (ii) increased coal resources and production
capacity; (iii) a higher production profile and stronger market presence for the Company; and (iv) improved
management and administrative efficiency.

Results of Operations
Comparing the quarter ended June 30, 2008 to the quarter ended June 30, 2007

Revenues

For the three month period ended June 30, 2008, total sales revenues were $130,393,000 from the sale of
583,000 tonnes of coal of which 159,000 tonnes were carryover tonnage from the previous coal year at the
2007 coal year prices. The average price per tonne realized during the period was $223.66 or US$220.96.

For the three month ended June 30, 2007, total sales revenues were $54,214,000 from the sale of 629,000
tonnes of coal. The average price per tonne realized during the period was $86.19 or US$78.36.

The primary reason for the increase in the Company’s total revenues over the comparable period in the prior
year is the increase in sales price realized. The increase in sales price is a result of higher coal contract
prices, which was offset by lower sales volume and a weaker US dollar.

Cost of Goods Sold
Total cost of goods sold including cost of product sold, transportation and other costs and depletion,

amortization and accretion for the three month period ended June 30, 2008 and 2007 are $77,417,000 and
$58,187,000, respectively, or $132.79/tonne and $92.51/tonne, respectively.



Cost of product sold include the open-pit mining costs, coal preparation and handling costs, general services
and other costs as well as proportionate allocations of overhead. For the three month period ended June 30,
2008, the cost of product sold was $53,065,000 or $91.02/tonne. Cost of product sold during the three month
period ended June 30, 2007 amounted to $35,153,000 or $55.89/tonne.

The increase in the current period’s per unit cost of product sold over the comparable prior period is due to
lower production volumes from the Company’s Perry Creek Mine and inflation in mining input costs,
specifically fuel costs and mining contractor costs. The cost of product going forward is expected to
decrease as the strip ratio improves over the coming months.

Transportation and other costs include the coal haul to the rail load-out, rail costs including surcharges and
fuel allocations, port charges, as well as various surveying and agent fees incurred in loading vessels. For
the three month period ended June 30, 2008, total transportation and other costs were $16,711,000 or
$28.66/tonne. Transportation and other costs incurred during three month period ended June 30, 2007 were
$16,087,000 or $25.58/tonne. The per unit cost has increased due to an increase in contracted transportation
Ccosts.

Depletion, amortization and accretion relate to the various capital expenditures required for mine
development and production. These are primarily calculated on a unit of production basis with various
pieces of equipment being charged on either a declining balance or straight-line basis. The accretion costs
represent charges incurred on the asset retirement obligation.

Depletion, amortization and accretion charges for the three month period ended June 30, 2008 are
$7,641,000 or $13.11/tonne. Depletion, amortization and accretion expensed for the three month period
ended June 30, 2007 amounted to $6,947,000 or $11.04/tonne. The increase in the period is due to the
additional depletion, amortization and accretion charges related to the Perry Creek mine assets that have
been acquired during the last nine months of fiscal 2008.

Income (Loss) from Mining Operations

Income from mining operations for the three months ended June 30, 2008 was $52,976,000. This was the
result of revenues from 583,000 tonnes of coal at an average price of $223.66/tonne for total revenues of
$130,393,000, net of cost of goods sold of $77,417,000 at an average cost of $132.79/tonne.

Loss from mining operations for the three months ended June 30, 2007 was $3,973,000. This was a result of
sales of 629,000 tonnes at an average price of $78.34 per tonne, for total revenues of $54,214,000, net of
cost of goods sold of $58,187,000 at an average cost of $92.51/tonne.



General, Administration and Selling

June 30, June 30,

(000’s of Canadian dollars) 2008 2007 $ Change % Change
Salaries, benefits and other remuneration $ 2,076 % 1,586 $ 490 31%
Sales and marketing 1,290 492 798 162%
Consulting 1,190 179 1,011 565%
Legal and audit 326 226 100 44%
Insurance 275 240 35 15%
Office and miscellaneous 267 427 (160) (37)%
Exchange listings and other regulatory fees 193 25 168 672%
Stock-based compensation 165 288 (123) 43)%
Rent and telecommunications 155 134 21 16%
Travel and related expenses 133 169 (36) 21)%
Amortization 114 139 (25) (18)%
Corporate communications 51 12 39 325%

$ 6,235 § 3917  $ 2,318 59%

General, administration and selling costs for the three month period ended June 30, 2008 increased by
$2,318,000 or 59% over the same period in the prior fiscal year. The increase is primarily due to an increase
in consulting, sales and marketing and salaries, benefits and other remuneration. Consulting expenses have
increased as the Company hired various consultants in connection with the strategic review and process
improvement at the Perry Creek mine. Sales and marketing expenses, which are a function of coal sales, has
increased due to the higher sales price received on the Company’s coal in the first three months of fiscal
2009 when compared to fiscal 2008. Changes in salaries, benefits and other remuneration expenses are
based on the Company’s compensation programs.

Coal Exploration

Coal exploration expenditures for the three month period ended June 30, 2008, including the Company’s
proportionate share of expenses recorded by the Partnership of $217,000, decreased to $563,000 from
$799,000 in the same period in the prior fiscal year. Coal exploration costs include property development
expenditures, field programs, consultants, coal license and lease payments, engineering, environmental costs
and other project administration expenses. Exploration costs are charged to earnings in the quarter in which
they are incurred, except where these costs related to specific properties for which economically recoverable
reserves have been established, in which case they are capitalized.

Interest, Accretion and Financing Fees on Long-Term Debt

For the three month period ended June 30, 2008, interest, accretion and financing fees on long-term debt
were $9,759,000 compared to $5,667,000 in the same period in the prior fiscal year. This increase was a
result of interest and accretion charges relating to the US$40,372,000 convertible debenture which was
issued in November 2007 and the bridge financing of US$30,000,000 with related finance fee costs issued in
April 2008. The non-cash accretion of liabilities, including accretion of financing fees, was $5,036,000 for
the three months ended June 30, 2008 (2007 - $1,054,000).



Unrealized gain on forward currency contract

For the three month period ended June 30, 2008, the Company did not record any unrealized gains on
forward currency contracts compared to a gain of $8,028,000 in the same period in the prior fiscal year. At
June 30, 2008, the Company did not have any outstanding forward contracts.

Other Income

Other income amounted to $502,000 for the three month period ended June 30, 2008 as compared to other
income of $2,073,000 in the prior year. Other income for the three month period ended June 30, 2008
consisted of $237,000 of interest income, $284,000 of unrealized fair value adjustment gain on embedded
derivatives and $19,000 of foreign exchange losses. Other income for the three month period ended June 30,
2007 consisted of $1,521,000 of realized forward exchange gains on both forward currency contracts and
transactions, $649,000 in interest on short term investments and $97,000 in miscellaneous expenses.

Net Income

Net income for the three month period ended June 30, 2008 was $59,705,000 compared to a net loss of
$3,057,000 for the same period in the prior fiscal year. The net income reflects: an income from mining
operations of $52,976,000; other expenses totaling $16,055,000 including general, administration and selling
expenses; coal exploration; interest, accretion and financing fees on long-term debt; other income; and an
income tax recovery of $22,784,000 reflecting a current income tax expense of $1,076,000 and a future
income tax recovery of $23,860,000. The income tax recovery represents the unrecognized future income
tax asset to be realized as a result of it being more likely than not that sufficient future taxable income will
be available to utilize such tax assets, in accordance with CICA Handbook Section 3465 “Income Taxes.”

Capital Expenditures

During the three month period ended June 30, 2008, mineral property, plant and equipment, net of
accumulated depletion and amortization, increased to $385,987,000 from $384,902,000 as at March 31,
2008.

For the three month period ended June 30, 2008, costs of $4,394,000 were incurred relating to the Wolverine
Project, of which the majority relates to the acquisition of equipment. For the three month period ended
June 30, 2008, costs of $783,000 were incurred in relation to mine development costs at the Company’s
Brule mine. At the Company’s Willow Creek mine, costs of $2,266,000 were incurred in relation to mine
development costs and an additional $1,134,000 was added to the Willow Creek mineral property, plant and
equipment balance as part of the preliminary purchase price allocation.

In fiscal 2009, the Company expects to spend approximately $90,000,000 in capital expenditures, which
includes approximately $43,000,000 in equipment costs. The largest portion of the capital expenditures will
be spent on restarting the Willow Creek mine and on the plans to expand the Brule Mine to a 2.0 million
tonne per year operation.



Summary of Quarterly Results (unaudited)

(000’s of dollars, except tonnes, per tonne and per share data)

June 30, March 31, December September June 30, March 31, December  September

2008 2008 31, 2007 30, 2007 2007 2007 31, 2006 30, 2006
3)

Coal Production
(tonnes) 614,000 696,000 776,000 737,000 798,000 552,000 371,000 297,000
Coal Sales (tonnes) 583,000 865,000 693,000 856,000 629,000 474,000 474,000 142,000
Average US $ Coal
Price (per tonne) $220.96 $86.84 $80.82 $75.57 $78.36 $79.16 $89.80 $67.50
Average CAD $ Coal
Price (per tonne) $223.66 $87.04 $79.55 $79.27 $86.19 $92.52 $102.68 $75.37

Per Unit Cost of Goods Sold:

Cost of Product sold

(per tonne) $91.02 $68.48 $55.93 $54.93 $55.89 $ 59.13 $ 6338 $ 34.72
Cost of Transportation

(per tonne) $28.66 $26.02 $24.81 $30.44 $25.58 $ 2741 $ 2541 $ 3244
Depletion,

amortization and

accretion (per tonne) $13.11 $10.12 $10.26 $9.71 $11.05 $ 1022 $ 991 $ 4.13
Summary:

Total Revenues $130,393 $75,291 $55,132 $67,852 $54,214 $ 44,760 $ 48,676 $ 10,703
Net Earnings (Loss) (" $59,705 $(37,801) $(21,263) $(43,866) $(3,057) $ (3,289) $ (7,246) $ (4,757)
Net Earnings (loss) per

share — Basic ()@ $0.42 $(0.33) $(0.18) $(0.38) $(0.03) $ (0.03) $ (0.08) $ (0.05)
Net Earnings (loss) per

share — Diluted @ $0.27 $(0.33) $(0.18) $(0.38) $(0.03) $ (0.03) $ (0.08) $ (0.05)
Total Assets $532,017 $453,324 $436,539 $412,135 $463,526 $445,305 $429,487 $413,784

(1) As there were no discontinued operations and extraordinary items in quarters shown, earnings (loss) before discontinued operations and
extraordinary items are the same as earnings (loss) for the quarters shown, in total and on a per-share and diluted per-share basis.

(2) For quarters with losses, the basic and fully diluted calculations of loss per share result in the same values due to the anti-dilutive effect of
outstanding stock options and warrants.

(3) Wolverine mine reached commercial production during the quarter ended December 31, 2006.

The Company’s quarterly results are reflective of the start of commercial production and sales from three
separate mines: the Dillon Mine on the Burnt River property until September 2006; the Perry Creek Mine
within the Wolverine property in the third quarter of fiscal 2007 and the Brule Mine on the Burnt River
property in the fourth quarter of fiscal 2007. Fluctuations in quarterly results reflect the volumes and timing
of such shipments, the net price realized in US dollars on such sales, the US/Canadian dollar exchange rate,
and costs of production, transportation costs and depreciation and depletion. Sales volumes, the average
realized US dollar and Canadian dollar prices are presented in the preceding table. Other factors influencing
quarterly results are the continued growth and transition of the Company over the past eight quarter periods
from a junior coal exploration company into a coal producer.

The increase in total assets over the eight quarter period reflects the significant financing activities
conducted by the Company, commencing in the fourth quarter of fiscal 2005 and through to June 30, 2008,
and the development and construction of the Perry Creek and Brule Mines and the acquisition of the Willow



Creek Mine. Total assets decreased from June 30, 2007 to September 30, 2007 due to the repayment of the
long-term debt and the write off of the Company’s future income tax asset. Total assets increased from
September 30, 2007 to December 31, 2007 as a result of capital asset additions, while total assets increased
from December 31, 2007 to March 31, 2008 as a result of the Falls Mountain Coal Inc. preliminary purchase
price allocation (See “Transaction”). Total assets increased from March 31, 2008 to June 30, 2008 as a
result of higher trade receivables which are a function of higher coal prices in fiscal 2009, a higher inventory
balance and the recording of the future income tax asset.

Financing Activities
Bridge financing

On April 30, 2008, the Company obtained short-term bridge financing for US$30,000,000 from Audley
European Opportunities Master Fund (“Audley”). The bridge financing was used to repay the long-term debt
outstanding at March 31, 2008 and to accelerate the expansion plans of the Willow Creek mine.

The bridge financing was subsequently repaid on July 31, 2008.
Long-term debt

On April 30, 2008, the Company repaid its long-term debt which was outstanding at March 31, 2008.

Equity

During the three months ended June 30, 2008, $4,125,000 was raised pursuant to the exercise of 1,526,268
stock options and $2,989,000 was raised pursuant to the exercise of 919,550 warrants.

Liquidity and Capital Resources

The Company’s aggregate operating, investing and financing activities during the three month period ended
June 30, 2008 resulted in a net increase to cash of $2,346,000. As at June 30, 2008, the Company’s cash
balance stood at $16,483,000 (including the Company’s share of the Partnership’s cash of $2,000) and
working capital was $2,141,000. The increase in the coal prices for fiscal 2009 has resulted in an increase in
the Company’s working capital levels.

For the three month period ended June 30, 2008, the Company had positive cash flow of $60,617,000 on
coal sales of $130,393,000 before depletion, amortization and accretion and working capital changes, while
for the three month period ended June 30, 2007, cash flow of $2,974,000 was generated on coal sales of
$54,214,000. Cash flows generated from future shipments of ULV-PCI coal and coking coal will depend on
volumes, settlement prices, exchange rates, the level of operating and transportation costs, and other factors
noted throughout this MD&A, including the items identified under “Risks and Uncertainties” in the
Company’s MD&A for the year ended March 31, 2008.
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As of June 30, 2008, the Company’s contractual obligations including principal and interest:

Payments Due by Year

(000’s of dollars) Total Less than 1 year | 1-3 years 4- 5 years After 5 years
Demand bank loan 3,749 3,749 - - -
Convertible debentures 129,213 8,524 120,689 - -
Bridge financing 31,738 31,738 - - -
Advance from related party 6,588 - - 6,588 -
Capital lease and equipment

purchase obligations 59,573 16,516 29,692 13,365 -
Operating leases (premises & other) 480 272 208 - -
Reclamation bond requirement 1,950 975 975 - -
Purchase commitments 38,720 38,720 - - -
Minimum Willow Creek Loadout 2,000 200 400 400 1,000
Royalty
Other 950 110 620 220 -
Total Contractual Obligations 274,961 100,804 152,584 20,573 1,000

Other commitments, including royalty commitments ranging from 0.75% to 1.0% of sales from certain coal
properties of the Company and the joint venture, and a royalty of 1% of sales owing to a marketing agent on
sales made to Japan and Taiwan, are described in the notes to the audited consolidated financial statements
for the year ended March 31, 2008.

The Willow Creek Loadout Royalty (“Royalty”) that the Company has assumed as part of the acquisition of
Falls Mountain Coal Inc. requires a minimum payment of $2,000,000 and up to $26,000,000 be paid to Pine
Valley Mining Corporation on the basis of the tonnage of coal from the Willow Creek mine or Brule mine
loaded for shipment through the FMC rail load-out facility.

Off-Balance Sheet Arrangements

The Company has not entered into any off-balance sheet financing arrangements.

Related Party Transactions

During the period ended June 30, 2008, the Company entered into an agreement for Cambrian to provide
services as required through to August 1, 2008. As of June 30, 2008, the Company paid $175,000 to
Cambrian for services provided under this agreement.

On April 29, 2008, Audley, which is advised by Audley Capital Advisors LLP, of which one of the
Company’s Directors is a partner, provided the Company bridge financing in the amount of US$30,000,000.
In conjunction with the convertible debenture issuance, the Company has issued warrants to purchase up to

4,000,000 common shares at a price of $4.82 per share. These warrants can be exercised at any time prior to
January 30, 2009.

On May 6, 2008, the Company issued 18,740,898 common shares to Cambrian in settlement of the first
payment relating to the acquisition of FMC. On June 30, 2008, the Company issued a further 4,534,088

common shares to Cambrian to settle the deferred payment in relation to the acquisition of FMC.

The transactions described above have been recorded at their exchange amounts, which management
believes to be representative of commercial terms.
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Contingency
Royalty Sharing Agreement

On March 21, 2005, the Company filed a Petition in the Supreme Court of British Columbia to have the
Court set aside a Royalty Sharing Agreement (“RSA”), dated March 31, 2000, entered into between the
Company and three individuals, two of whom are former directors and officers of the Company. The
Company’s then current Board of Directors had concluded that the transaction which resulted in the RSA
was not in the best interests of the Company and had not received the appropriate approvals at the time. The
Petition was heard in the British Columbia Supreme Court during the week of February 20, 2006. On
February 24, 2006, the court gave oral reasons dismissing the petition.

On March 24, 2006, the Company filed a Notice of Appeal with the Court of Appeal for British Columbia
and on October 11, 2006, the Company notified the respondents that the Company was abandoning its
appeal but was not altering its position that the RSA was granted in consideration for advances made to the
Company and that as such the three individuals were not entitled to receive any royalty payment that
represents interest in excess of 60% per annum as provided in section 347 of the Criminal Code of Canada.

The Company has made royalty payments to the three individuals up to the maximum amount which would
result in them receiving an effective annual rate of interest not greater than 60% on the advances they made
to the Company that formed consideration for the royalty. To June 30, 2008, the Company made payments
of $453,000 representing the maximum payments allowed under section 347 of the Criminal Code of
Canada based on the respective advances that each of the three royalty holders made to the Company. The
Company has not recorded the additional amount which it believes would, to date, exceed the limit of
permissible payments, which at June 30, 2008 is $3,077,000.

On January 19, 2007, one of the royalty holders, Mr. Fawcett, initiated a Petition against the Company in the
Supreme Court of British Columbia to obtain certain rulings from the court relating to whether the Company
is obliged to make further payments to him pursuant to the terms of the RSA. On July 27, 2007, a second
royalty holder, Mr. Gibson, initiated a Petition against the Company in the Supreme Court of British
Columbia to obtain similar relief. The third individual has indicated that he will consider himself to be
bound by any Court ruling made in the Petition filed by Fawcett. The principal question at issue in the
Petitions filed by the three claimants is the construction of the RSA and in particular a declaration that the
royalty provided for does not constitute interest within the meaning of Section 347 of the Criminal Code.

On March 2, 2007, the Company filed an application in the Supreme Court seeking to convert the Petition
brought by Mr. Fawcett to an action to be heard by a trial. The Company’s application was dismissed by the
Court on July 6, 2007, and the Company has filed a Notice of for Leave to Appeal that decision to the Court
of Appeal. On November 7, 2007 the Court of Appeal granted leave to hear the Appeal of the July 6, 2007
decision. In March 2008 the Court of Appeal dismissed the appeal.

In May 2008, the Company brought an application seeking the right to cross-examine two of the claimants in
respect of extrinsic evidence being relied upon in the claimants petitions. The judge hearing the matter was
prepared to grant the motion but left the decision to be made by the Judge hearing the Petitions. The Judge
obtained agreement from counsel for the claimants that if at the hearing of the petitions the extrinsic
evidence is ruled as admissible then the Company will be free to seek leave to cross-examine the claimants.
The hearing of the Petitions is expected to be in September 2008.
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Endeavour Financial International Corporation

On June 10, 2008, the Company was served with a Writ of Summons and Statement of Claim which had
been filed by Endeavour Financial International Corporation (“Endeavour”), as Plaintiff, in the Supreme
Court of British Columbia on June 6, 2008, against Western Canadian Coal Corp. (“Company”) and
Cambrian Mining plc, (“Cambrian”) as defendants, alleging misconduct by the defendants in relation to two
engagement letters entered into between the Company and the Plaintiff. The engagement letters related to
the provision of services related to debt transactions in a letter dated June 27, 2007, the “Debt Transactions”
and services related to merger and acquisition transactions in a letter dated August 7, 2007, the “M&A
Transactions”. Endeavour has alleged that the Company and Cambrian engaged in misconduct under the
terms of the Debt Transaction engagement and the M&A Transaction engagement that gave rise to a right by
Endeavour to terminate the engagement letters.

Endeavour has claimed damages arising from the termination of the engagement letters amounting to
success fees that it allegedly would have earned had the engagements not been terminated in the amount of
$1.5 million in respect of two Debt Transactions plus an amount representing the Black-Scholes valuation of
options which were to be issued under the terms of the Debt Transaction engagement plus any success fees
that Endeavour would be entitled to under the Debt Transaction up to April 24, 2009 and up to October 24,
2008 in respect of the M&A Transaction.

On July 17, 2008, the Company filed a Statement of Defense denying all allegations and stating that
Endeavor is not entitled to a success fee of any kind, nor is it entitled to any damages or further
remunerations and asked that the action be dismissed with costs. The liability of the Company, if any,
associated with this claim is indeterminate at this point.

Changes in Accounting Policies
Inventories

Effective April 1, 2008, the Company adopted CICA Handbook section 3031 “Inventories.” This section
establishes standards for the measurement and disclosure of inventories. The adoption of this standard did
not have a material impact on the Company.

Financial instruments

Effective April 1, 2008, the Company adopted CICA Handbook sections 3862 “Financial Instruments —
Disclosures” and 3683 “Financial Instruments — Presentation.” These sections require additional disclosures
relating to financial instruments presentation which are provided in note 5.

Capital disclosures

Effective April 1, 2008, the Company adopted CICA Handbook section 1535 “Capital Disclosures.” This
section requires the Company to disclose its capital management strategies which are provided in note 18.

Goodwill and intangible assets

CICA Handbook section “Goodwill and Other Intangible Assets” was replaced by Section 3064 “Goodwill
and Intangible Assets” that is effective for fiscal years beginning on or after October 1, 2008 and will be
applicable to the Company commencing with its fiscal year beginning April 1, 2009. This standard provides
guidance on the recognition, measurement, presentation and disclosure of goodwill and intangible assets. At
the same time as the adoption of this standard, EIC-27, “Revenues and Expenditures in the Pre-operating
Period,” will be withdrawn. The Company is in the process of assessing the impact of applying these
sections on its financial statements.
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International financial reporting standards (IFRS)

In February 2008 the Canadian Accounting Standards Board (“AcSB”) announced that 2011 is the
changeover date for publicly-listed companies to use IFRS, replacing Canada's own GAAP. The date is for
interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011 and
will be applicable to the Company commencing with its fiscal year beginning April 1, 2011. The transition
date of April 1, 2011 for the Company will require the restatement for comparative purposes of amounts
reported by the Company for the year ended March 31, 2011. While the Company has begun assessing the
adoption of IFRS for 2011, the financial reporting impact of the transition to IFRS cannot be reasonably
estimated at this time.

Non-GAAP Financial Measures

This management discussion and analysis refers to certain financial measures, such as cash flow generated
on coal sales which is not a measure recognized under GAAP in Canada and does not have a standardized
meaning prescribed by GAAP. These measures may differ from those made by other corporations and
accordingly may not be comparable to such measures as reported by other corporations. We discuss these
measures which have been derived from our financial statements, and applied on a consistent basis, because
we believe that they are of assistance in the understanding of the results of our operations and financial
position.

Cash costs is the term used by us to describe the cash production costs and consists of cost of product sold
and transportation and other costs.

Cash flow generated on coal sales (see “Liquidity and Capital Resources”) is the term we use to describe
the cash that is generated from coal net of cost of product sold, transportation and other costs.

Critical Accounting Estimates

In preparing financial statements, management has to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses. Based on historical experience, current
conditions and expert advice, management makes assumptions that are believed to be reasonable under the
circumstances. These estimates and assumptions form the basis for judgments about the carrying value of
assets and liabilities and reported amounts for revenues and expenses. Different assumptions would result in
different estimates and actual results may differ from results based on these estimates. These estimates and
assumptions are also affected by management’s application of accounting policies. Critical accounting
estimates are those that affect the consolidated financial statements materially and involve a significant level
of judgment by management. These critical accounting estimates include the impairment loss on the ABCP,
impairment assessment of mineral property, plant and equipment, recognition of deferred tax assets,
calculations relating to convertible debentures, asset retirement obligations, warrants, stock based
compensation and going concern. The Company’s accounting policies are described in Note 2 to the
consolidated financial statements for the most recent fiscal year ending March 31, 2008. Management’s
critical accounting estimates are applied in the accounting for the impairment of mineral property, plant and
equipment and other assets such as investments, restoration and post-closure costs, and accounting for
income and mining taxes. Refer to the Annual MD&A for a description of critical accounting estimates
affecting the Company’s consolidated financial statements.
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Outstanding Share Data

The Company is authorized to issue an unlimited number of common shares without par value. Issued and
outstanding shares include 167,764,936 common shares as at August 13, 2008. Outstanding options and
warrants as at August 13, 2008 are as follows:

Security Number Exercise price Expiry date
Stock Options 60,000 $0.80 February 15, 2009
Stock Options 25,000 $1.50 August 29, 2009
Stock Options 120,000 $2.50 October 5, 2009
Stock Options 75,000 $3.30 November 12, 2009
Stock Options 470,000 $5.40 July 28, 2010
Stock Options 60,000 $6.10 July 28, 2010
Stock Options 180,000 $6.20 July 28, 2010
Stock Options 625,000 $2.26 September 7, 2011
Stock Options 190,000 $1.95 November 11, 2011
Stock Options 676,000 $2.02 March 5, 2012
Stock Options 500,000 $2.25 November 30, 2012
Stock Options 570,000 $2.53 February 20, 2013
Stock Options 2,756,800 $3.37 March 28, 2013
Warrants 3,295,345 $3.25 September 30, 2008
Warrants 4,000,000 $4.82 January 30, 2009
Warrants 4,240,000 $0.75 November 30, 2010
Warrants 520,000 $3.25 June 28, 2012

At any time prior to the maturity of the remaining 76,662 Convertible Debentures due March 24, 2011,
19,165,500 common shares are issuable at a conversion price of $4.00 per common share.

At any time prior to the maturity of the remaining 30,299 Convertible Debentures due November 30, 2010,
40,027,046 common shares are issuable at a conversion price of $0.75 per common share.

At any time prior to the maturity of the Loan from Related Party due July 15, 2011, 6,666,667 common
shares are issuable at a conversion price of $0.75 per common share.

Internal Controls over Financial Reporting

Management is responsible for establishing and maintaining adequate internal controls over financial
reporting. Any system of internal control over financial reporting, no matter how well designed, has inherent
limitations. Therefore, even those systems determined to be effective can provide only reasonable assurance

with respect to financial statement preparation and presentation.

During the three month period ended June 30, 2008, there have been no material changes in the Company’s
internal control over financial reporting.

Risks and Uncertainties

The exploration and development of natural resources are highly speculative in nature and are subject to
significant risks. The risk factors which should be taken into account in assessing the Company’s activities
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include, but are not necessarily limited to, those set out in the Annual MD&A for the year ended March 31,
2008.

Forward-looking Information

This management’s discussion and analysis contains forward-looking information that may involve risks and
uncertainties relating, but not limited to, the Company’s expectations, intentions, plans and beliefs. Forward-
looking information can often be identified by forward-looking words such as “anticipate”, “believe”,
“goal”, “plan”, “intend”, “estimate”, “may”, “will” or similar words suggesting future outcomes, or other
expectations, beliefs, plans, objectives, assumptions, intentions, or statements about future events or
performance. This management’s discussion and analysis contains forward-looking information, included
in, but not limited to the sections titled Market Outlook & Guidance, Changes in Accounting Policies and

Risks and Uncertainties.

Shareholders and prospective investors are cautioned not to place undue reliance on forward-looking
information. By its nature, such information involves assumptions, known and unknown risks and
uncertainties, of both a general and specific nature, that could cause actual future events or results to differ
materially from those suggested by the forward-looking information or contribute to the possibility that
predictions, forecasts or projections will prove to be materially inaccurate.

The forward-looking statements contained in this management’s discussion and analysis are based, in part,
upon certain assumptions made by the Company, including but not limited to, no material changes in
commodity prices or costs of products sold; the continued strengths of various economies; the effects of
competition and pricing pressures; the oversupply of, lack of demand for, the Company’s products; currency
and interest rate fluctuations; various events which could disrupt the Company’s mining operations; the
ability to obtain additional funding on favourable terms, if at all; the settlement of collective bargaining
disputes by the Company’s contractors on terms that are acceptable; no material increase in labour costs; no
material variation in anticipated mining, energy or transportation costs; continued availability of and no
material disruption in rail service and port facilities; and the Company’s ability to anticipate and manage the
foregoing factors and risks. Additionally, statements related to the quantity or magnitude of coal deposits
are deemed to be forward-looking statements. The reliability of such statements is affected by, among other
things, uncertainties involving geology of coal deposits; uncertainties of estimates of their size or
composition; uncertainties of projections related to costs of production, the possibilities of delays in mining
activities; changes in plans with respect to exploration, development projects or capital expenditures; and
various other risks including those related to health, safety and environmental matters.

The Company cautions that the list of factors and assumptions set forth above is not exhaustive. Some of the
risks, uncertainties and other factors which negatively affect the reliability of forward-looking information
are discussed in the Company’s public filings with the securities regulatory authorities, including its most
recent management information circular, annual information form, quarterly reports, material change reports
and news releases. Copies of Canadian public filings are available on SEDAR at www.sedar.com. For a
further discussion of the assumptions, risks and uncertainties relating to forward-looking statements
contained in this management’s discussion and analysis also refer to the section entitled Risks and
Uncertainties.

Other Information

Additional information related to the Company, including the Company’s Annual Information Form, is
available for viewing on SEDAR at www.sedar.com and at the Company’s website at www.westerncoal.com.
The Company cautions that information contained on, or accessible through these websites is current only as
of the date of such information and may be superceded by subsequent events of filings.
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